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SUMMARY 


The performance of the economies of the French Overseas Departments 
of Guadeloupe, Martinique and French Guiana improved slightly in 1977 
over the previous year but was nonetheless mixed. Inflation fell to 
9% after several years in double digits, but unemployment remained 

a chronic problem, and progress in the agricultural and small 
industrial sectors was limited. Imports increased significantly, 
largely due to expensive oil, while exports increased slightly 

in Martinique and dropped slightly in Guadeloupe. The tourist 
industry in Guadeloupe made substantial gains, while that of 
Martinique performed roughly at the 1976 level. All three depart- 
ments remained overwhelmingly dependent on expenditures by the 
French Government to maintain current levels of economic activity. 





CURRENT ECONOMIC SITUATION AND TRENDS 


Government Policy and Spending 


French Government policy toward the Overseas Departments of Martinique, 
Guadeloupe and French Guiana aims at bringing the local economies up to 
the level of that of Metropolitan France, principally ty. developing 
agriculture, tourism and light industries, and at the same time raising 
the level of social welfare by direct social transfers. To these ends, 
it provides price supports and quotas for local agricultural products 
and tax incentives and government promotion for the tourist industry. 
It is estimated that 25% of the populations of the Overseas Departments 
work directly or indirectly for the French Government. In 1976, the last 
year for which those figures were available, government expenditures 
and derived commercial transactions accounted for approximately 76% of 
Martinique's Gross Product. Receipts for welfare program payments-- 
family allotments, health and old age benefits in roughly equal pro- 
portions--cover less than 50% of payments. The balance, made up by 

the French Government, is an additional subsidy to the local economies. 
Government expenditures in Guadeloupe totalled $243.8 million in 1977, 
while receipts for the same period amounted to only $41.9 million. 


Employment, Wages and Prices 


Unemployment and under-employment continued to be major problems. 
Although precise data were unavailable, it is estimated that between 
twenty and twenty-five percent of the labor force of the three 
departments remain unemployed or partially employed. Over fifty 
percent of the population of the @epartments is under twenty- 
one years of age, and employment opportunities for younger people 
are especially limited. Over sixty percent of the unemployed in 
Martinique, for example, were under twenty-five years of age. 
Emigration to Metropolitan France remains an option taken by a 
sienificant number of young people. In 1977 alone, 44,590 people 
emigrated to France from Martinique and Guadeloupe. 


Inflationary pressures have weakened from 20% in 1974 to 9.3% in 
1977. This moderation is attributable especially to a lower rate 
in food price increases (7.8%). The average worker's purchasing 
power gained slightly, given the wage increase of 12.5%. The 
minimum wage rate is undoubtedly the highest in the Caribbean, 
though still slightly lower than that of Metropolitan France. In 
addition, welfare program payments are relatively important supplements 
to personal income, especially the family allotment,which provides 
monthly payments for each child to encourage population growth. 
Prices, on the other hand, average 33% higher in Martinique than 
those in Metropolitan France. 





Agriculture and Industry 


Agricultural production declined slightly in both Martinique and Guadeloupe 
during 1977, with one bright exception. The banana crop in Martinique rose 
by ten thousand metric tons to 236,896, a production record. Bananas, 
Martinique's most important crop, accounted for 54% of its exports in 1977. 
In Guadeloupe, sugar production was off slightly from the previous year, due 
more to EEC market uncertainty than to the dry first half of the year. 
Banana production was down slightly in Guadeloupe due to displacements on 
Basse-Terre caused by the threatening volcano Soufriere, which never erupted. 
Rum production from both islands encountered problems on the EEC market, 
where it faces competition from rum from countries with access to the EEC 
through Great Britain. The corollary to high wages in the islands is that 
prices for agricultural products are not competitive with those produced 

in Africa and other areas of the Caribbean. Agriculture prospers to the 
degree that it does thanks to French price supports and quotas. 


Industrial development remains largely in the planning stage despite 

efforts in both the public and private sectors. Martinique has a small 
petroleum refining plant, which refines oil from Venezuela and Saudi Arabia 
for use in Martinique and for export to Guadeloupe. Those exports amounted 
to $26.6 million in 1977. Both islands have small cement plants, and 
Martinique should have a second one opening in 1978. Other small industries 
include prefabricated housing, canning, bottled water and yogurt. A total 
of $10.4 million in capital investments was made in Martinique in 1977, 
creating 164 jobs. Similar figures for Guadeloupe were not available at 

the time this report was written. 


Balance of Trade 


The balance of trade in Martinique and Guadeloupe remained severely lopsided 

in 1977, with exports accounting for only 30% of imports in the former and 

21% in the latter. Exports from Guadeloupe decreased slightly in value (197), 
while those from Martinique increased by 24%. However, both islands experienced 
large increases in imports, due mainly to purchases of oil and petroleum 
products, which accounted for 15% of Martinique's total imports. Metropolitan 
France remained the islands' largest trading partner by far, supplying 
Martinique with 62% of its imports. The EEC countries supplied 8.5%, while 
buying 11% of its exports. Trade outside of the franc zone increased slightly 
from 8.1% in 1976 to 10% in 1977. 





Tourism 


The tourist industry in Guadeloupe continued its strong growth, showing a 
22% increase in the number of hotel guests. That growth is due in part 
to the construction of new hotels from 1974 through 1977. At the end of 
1977, Guadeloupe had 3,100 hotel rooms. 


In Martinique the tourist industry growth slowed. There was only a 42% 
increase in the number of hotel guests, and the number of cruise ship 
tourists, who normally spend only a day on the island, actually decreased 
by 10%. Among the reasons for the mixed performance were high prices 
compared with other Caribbean islands, the absence of hotel construction 
in 1976, and the closure of the 75-room Hilton Hotel. However, the Hilton 
re-opened in December 1977 as the PLM Bateliere, which should result in 
increased hotel guests in 1978. 


Eastern Airline's offer beginning in September 1977 of up to twenty-one 
days on the Easter route (which includes Martinique and Guadeloupe) 
for approximately $300 helped increased the number of American tourists 
in both islands, as did American Airlines' direct flight from New York 
to Guadeloupe/Martinique. 


French Guiana 


French Guiana's economy remained underdeveloped in 1977. Consequently, the 
Green El Dorado, as some refer to it because of its dense forests covering 
some eight million hectares, remains more promise than producer. Never- 
theless, it is clearly rich in natural resources, and both the French 
Government and the private sector have made clear their intentions to 
develop Guiana. According to the Stim Plan, announced in 1975, the 
French Government intends to develop agriculture, forestry and related 
industry on a large scale, including the infrastructure necessary to 
support a pulp-and-paper industry. Unofficial estimates suggest that 
government outlays for these projects will amount to approximately $125 
million. That same year, French and U.S. paper manufacturing companies 
began studying the prospects for establishing a pulp-and-paper processing 
industry in Guiana, and indications at the end of 1977 were that at least 
one company would go ahead with development plans. 


The economy of French Guiana was supported even more overwhelmingly in 

1977 by the French Government than those of Guadeloupe and Martinique, 
imports exceeding exports by 1500%. French Government expenditures amounted 
to more than $3,000 per capita. Logging and shrimp remained the most 
important industries. An interesting development was the resettling in 
August 1977 of some 500 Montagnards from the highland region in southern 
Vietnam in a sparsely populated agricultural community. It is hoped that 
the Montagnards will stimulate agricultural growth. Finally, this El 

Dorado is not all green: production of gold increased to 115 KG (4048 oz) 
for the first nine months of 1977, up from 84 KG for the entire year of 1976. 


Prospects for French Guiana's future appear good, but they depend upon the 
willingness of the French Government to assume the cost of building the 
infrastructure for sustained industrial development. 





IMPLICATIONS FOR THE UNITED STATES 


Opportunities for U.S. Exporters 


Martinique, Guadeloupe and French Guiana are integral parts of France, 

and thus no duties are imposed on imports from Common Market countries. 
However, exports from other countries are subject to customs tariffs, 
and American products have in the past suffered from the additional 
disadvantage of relatively infrequent sea transportation from U.S. ports. 


Nevertheless, U.S. exports possess certain advantages. The French 
Antilles are closer to the U.S. than to France, and air freight rates 
are fully competitive. Moreover, Atlantic Lines ships now call on 
Martinique and Guadeloupe twice a month from Miami. The large number 
of U.S. tourists visiting the Antilles provide a market for various 
products used in the tourist industry. Possibilities exist for exports 
of U.S. capital goods and durables, as well as building supplies, air 
conditioners, household appliances, automobiles and similar products. 
In Guiana, efforts to stimulate a forestry and pulp~and-paper industry 
may provide significant opportunities for all kinds of equipment used 
in the logging industry and related infrastructure projects. Increased 
imports of U.S. foodstuffs are also possible particularly those items 
used in the hotel industry. 


American Investments Desired 


In line with its policy to promote economic growth and raise living 
standards to the level of that of Metropolitan France, the French Govern- 
ment welcomes investments from abroad. Prospects for U.S. investments 
appear reasonably good. Various advantages are provided by the French 
administration such as tax exemptions and government loans in order to 
encourage new investments. At present, however, few American business 
concerns operate in the French West Indies; the International Paper 
Company has plants in Martinique and Guadeloupe; United Fruit Company 
has a banana-growing project in both Martinique and Guadeloupe, and 
Bacardi Rum's facility in Martinique reprocesses local rum for shipment 
to Europe. U.S. investments can be aided by the branch banks of Chase 
Manhattan, which opened in April 1972 in Guadeloupe and in January 1973 
in Martinique. 





Commerce 
District 
Offices 


Albuquerque, 87101, (505) 766-2386. 
Anchorage, 99501, (907) 265-5307. 
Atlanta, 30309, (404) 881-7000. 
Baltimore, 21202, (301) 962-3560. 
Birmingham, Ala., 35205, (205) 254-1331. 
Boston, 02116, (617) 223-2312. 

Buffalo, N.Y., 14202, (716) 842-3208. 
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Memphis, 38103, (901) 521-3213 
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Country 
Marketing 
Managers 


Commercial and economic information on most trading part- 
ners of the United States is available from the U.S. Depart- 
ment of Commerce. 


A Country Marketing Manager is responsible for a country 
or group of countries as listed below. Assistance or informa- 
tion about marketing in these countries may be obtained by 
dialing these key people directly: 202-377 plus the given 
extension. 


Area Extension 
Africa 


Algeria, Libya, Morocco, Tunisia 
Remainder of Africa (except Egypt) 
Europe 
France and Benelux Countries 
Germany and Austria 
Italy, Greece and Turkey 
Nordic countries 
Spain, Portugal, Switzerland and Yugoslavia 
United Kingdom and Canada 


Far East 


Australia and New Zealand 
Fast Asia and Pacific 
Japan 

Southeast Asia 


Latin America 


Brazil, Argentina, Paraguay and Uruguay 

Mexico, Central America, and Panama 

Remainder of South America and Caribbean 
countries 


Near East 


Bahrain, Iraq, Jordan, Kuwait, Lebanon, Oman, 
Peoples Democratic Republic of Yemen, Qatar, 
Saudi Arabia, Syria, United Arab Emirates, 
Yemen Arab Republic 

Tran, Israel, Egypt 


Eastern Europe 
USSR 
Peoples Republic of China 
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